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Abstract 
Prosperity in Islamic perspective has a wide point of view, prosperity not only talking about material gain but also achieving 
spiritual benefit (immaterial gain). By using a qualitative approach, farmer’s bargain power is needed to achieve the prosperity of 
farmer. First, what kind of factors that becoming a barrier to increase bargain power of farmers in these recent years? Second, how 
farmer will achieve prosperity, in Islamic perspective, by increasing their bargain power. Finally, farmer can create their bargain 
power in order to achieve farmer’s prosperity, not only about material gain but also spiritual benefit (immaterial gain). 
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1. Introduction 
The agricultural sector plays a significant role in developing and least developed countries. The growth of this 
sector is a significant source for economic growth in many underdeveloped countries (Gollin, 2010). It also has the 
largest contribution to poverty reduction (Loayza and Raddatz, 2010). 
Agriculture plays a very important role to the economy. It has a contribution to Gross Domestic Product (GDP) 
and also the contribution of the market. Another important role is the provision of the needs of the food because of 
the increasing number of population means that the needs of food also increased. 
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Indonesia, as an agricultural country, there is an additional role of the agricultural sector to increase the prosperity 
of the society that mostly life under the poverty line. According to Government Statistic Department, the number of 
poor in 2004 reached 36.147 million and 21.265 million (58.8 %) of them work in the agricultural sector. 
The reduced level of the contribution of agriculture to GDP and also the threat of food insecurity, along with the 
threat of dependence on food imports (as food trap) and also there are still many farmers who remain below the poverty 
line, then the change for a better through the development of agriculture is needed. 
As an agricultural country, the agricultural sector should be a priority for the Government as one step toward to the 
era of industrialization. The success of the industrial sector depends on an agricultural development that can be the 
basis of economic growth. According Rahardjo (1984) there are two reasons for building the agricultural sector: 
 
a. Goods as the industry results need support of purchasing power of the farmers who constitute the majority 
of the Indonesian population, so that their income needs to be improved through agricultural development. 
 
b. The industry also requires raw materials that come from the agricultural sector, so the production of 
agricultural products become the basis for the growth of the industry itself. 
 
Today, in Indonesia, the agricultural sector is very important as the program of the Government in the development 
of food security system towards achieving food self-sufficiency. Nevertheless, the agricultural sector is still in second 
place compared to the oil and gas sector so as to put the position of farmers in a position that received less attention, 
particularly from the prosperity of farmers. 
According Krisnamurti (2003), poverty of farmers caused by the political economy of agriculture that has lasted a 
long time thus placing the agricultural sector in second place so that conditions become marginalized farmers. 
Conditions of farmers currently do not include farmers ' rights well as many examples of agricultural land conservation 
and irrigation infrastructure for non - agricultural interests. 
Farmers also had to face difficulties in marketing mechanism in harvests caused selling prices of agricultural 
products are not comparable to the costs incurred during the growing season. This is because the break even though 
the base price of rice has increased, but at the same time the price of fertilizer also increased so the prosperity of 
farmers has not improved. Farmers also have to deal with the rising costs of daily necessities of life amidst a growing 
economy with a very rapid rate. 
The condition of the farmers who are facing difficulties due to farmers' bargaining position is still weak when 
compared with the sellers. The weak bargaining position of farmers led to farmers underestimated the market 
mechanism system. Therefore, we need a study to determine the cause of the weak bargaining position of farmers and 
how to improve the bargaining position of farmers to achieve prosperity. The emergence of a sense of happiness and 
peace is one sign of the realization of falah in achieving the prosperity of farmers. 
2. Theoretical Background 
2.1 The Institutional of Agriculture 
According to Sesbany (2011), institutional farmers have a strategic point (entry point) in moving the agribusiness 
system in rural areas, for that all available resources should be directed at the rural or prioritized in order to increase 
the professionalism and the bargaining position of farmers (farmer groups).  
Some issues that are still attached to the figure of the farmer and institutional farmers in Indonesia are as follows 
according Dimyati (2007): 
a. There is still a lack of insight and knowledge of farmers on issues of production management and marketing 
network. 
b. There is no full involvement of farmers in agribusiness activities. Activities farmers are still focused on 
production activities (on farm). 
c. The role and functions of the institutional organization of peasant farmers as the container has not run 
optimally. 
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Relating to issues that are still attached to the farmers, it would require an effort for development, empowerment, 
and institutional strengthening of farmers such as farmers' groups, labor organizations, institutional providers of input, 
output institutional, institutional extension, and institutional capitalization that are expected to protect the bargaining 
position of farmers. (Sesbany, 2011) 
Protection as a form of siding with the farmers realized through the output prices were decent and profitable so 
strengthening and empowering farmers can achieve sustainable institutional capacity and sustainability of natural 
resources and various efforts to sustain and support the development of agricultural activity in rural life. (Sesbany, 
2011) 
According Purwanto (2007), institutional farmers in the village generally does not go well due to: 
 
a. Farmer groups are generally established based on technical interest to facilitate the coordination, if there is 
any activity or program of government that are more and less orientation program ensures independence 
group and the sustainability of the group. 
b. Participation and cohesiveness of the group members in group activities is still relatively low, it is reflected 
by the level of attendance of members in a group meeting low (only 50%). 
c. The management of productive activities is the individual group members. Group as a forum for joint 
activities have not been able to be a unifying container activities of members and fastener needs members 
together, so that productive activity is more prominent individuals. Activity or productive business group 
members faced with difficulties capitalization issues, price volatility, and limited marketing channels. 
d. Establishment and institutional development did not use local social capital base by using the principle of 
local autonomy is achieved through the principles of autonomy and empowerment. 
e. Establishment and institutional development based on the concept of a blueprint uniform. 
2.2 Farmer’s Bargaining Power 
According Akhmad (2007), there are efforts should be made to raise the farmers' bargaining position is as follows: 
 
a. Consolidation of farmers in one container to unify the economic movement in any agricultural chain, from 
pre- production to marketing. The consolidation is first performed by make all the processes in agricultural 
chain collectively, such as covering the capital collectively, production collectively, until marketing 
collectively. 
b. The collective production means production planning collectively to determine patterns, the type, the 
quantity, and production cycles collectively.  It should be done in order to achieve production efficiency with 
large-scale production from many farmers. 
c. The collective marketing of agricultural products. It should be done in order to achieve marketing costs 
efficiency with large-scale quantity and increase the bargaining power of farmers in the trade of agricultural 
products. 
2.3 The Concept of Prosperity in Islamic Perspective (Falah) 
Islam put economic activities as one of the most important aspects to get the glory (falah). Therefore, economic 
activities as well as other activities need to be guided and controlled in order to walk in harmony with the teachings 
of Islam as a whole. 
Falah is derived from the Arabic of the meaning of the word afalaha - yufilhu which means success, glory, or 
victory in life. The term falah according to Islam is taken from the Qur’an which is often interpreted as a long-term 
luck, the world and the hereafter so that not only look at the material aspect, but also more emphasis on the spiritual 
aspect. Islamic economic learn how human fulfill their daily needs for achieving both prosperity and happiness in this 
world and in the hereafter. 
Islam visualizes establishing and sustaining human society in a state of bliss. This has been termed as falah in 
Qur’an. Falah refers to a comprehensive state of spiritual, cultural, political, social and economic well-being in this 
world and God’s pleasure in the hereafter. Because of its eternal nature falah is primarily a state of bliss in the hereafter, 
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but it also applicable to condition of survival, economic well-being and human dignity in this world. (Khan, 1991: 
250) 
Falah can be had with or without material prosperity. Material prosperity is not the focus of economic activity 
although there is nothing in Islam that debars an individual or a society from achieving it. But it will consider as a 
mild stone on the path of falah and not falah itself. Since there are alternative routes available to falah, material 
prosperity may not always fall on the way. 
Economic activity is part of muamalah and should be based on the true creed resulting economic activity based on 
moral (ethic). Economic activity will only be able to bring to falah during implemented based on Islamic theology and 
colored by the moral (ethic) of Islam. Economic activity is part of muamalah and should be based on the true creed 
resulting economic activity based on moral (ethic). Economic activity will only be able to bring to falah during 
implemented based on Islamic theology and colored by the moral (ethic) of Islam. 
3. Research Design 
The method that used in this research is qualitative method. The aim of this research is to identify how to increase 
farmer’s bargain power in order to increase farmer’s prosperity in Islamic perspective. This study is held to determine 
the cause of the weak bargaining position of farmers and how to improve the bargaining position of farmers to achieve 
prosperity. Finally, farmer can create their bargain power in order to achieve farmer’s prosperity, not only about 
material gain but also spiritual benefit (immaterial gain).  
4. Result and Discussion 
Historically, farmers have maintained that they occupy an unequal and passive status in the market relative to firms 
in other sectors from which they buy and sell. Currently they see themselves with no bargaining power and in a 
squeeze between rising costs of purchased inputs and decreasing prices of products they sell. There is wide agreement 
among farm groups about the desirability of increasing farmers’ bargaining power. (Fletcher et all, 1961) 
The price that smallholders receive for their agricultural products has great implications for poverty alleviation. 
Increased profitability for farmers may lead them to change their production, investment, and marketing decisions: 
they may farm land more intensively, sell in larger quantities, invest in productive assets, adopt new agricultural 
technologies, move land out of non-agricultural use, switch crops, or engage in spatial arbitrage (Jensen, 2010) in 
Courtois & Subervie (2013) 
Farmers usually lack of information about current market prices because of villages’ remoteness and poor 
communications with market places. When analyzing the role of transaction costs in the farmer’s decision to sell to 
the trader rather than at the market. Fafchamps and Hill (2005) assume that the farmer must choose between receiving 
a lower price at the farm gate and receiving a higher price at the market yet incurring a transaction cost. The fact that 
the farmer does not have the necessary price information to engage in optimal trade or arbitrage is relatively poorly 
investigated.  
Bargaining power expresses a conclusion about the totality of all market forces influencing prices, then 
manipulation of bargaining power would include any action by which a firm attempts to establish more favorable 
prices than those previously prevailing. (Fletcher et all, 1961) 
The agricultural sector has a very important role in the development of food security system in Indonesia. Food 
security is one of the Indonesian Government program in order to achieve the ultimate goal of food self-sufficiency 
fulfillment of Indonesian society. 
The agricultural sector has a crucial role in development. Some of the important role of agriculture in the 
development of key sectors such as: 
 
a. Increasing food production for domestic consumption 
b. As the largest provider of workforce 
c. The market for industrial Enlarge 
d. Increasing the supply of money savings 
e. boost foreign exchange 
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Some problems often faced by farmers in Indonesia is the farmers still have a weak position when negotiating the 
sale price of their harvests. The weak bargaining position of farmers has become one of the obstacles to increase 
income (prosperity) for farmers. 
According to Branson and Douglas (1983), the weak bargaining position of farmers generally caused farmers have 
less or have access to markets, market information and inadequate capitalization. 
Meanwhile, according Sesbany (2011), another problem faced by farmers are constraints to market their products 
because they do not have their own marketing channels, so that farmers use more cutting-sale system. Selling cutting 
system has an impact on the sale of less than the maximum because as much as 40 % of the harvest belongs to 
middlemen. 
Improving farmers' prosperity can be achieved through increased bargaining position is farmers not do transaction 
individually, but farmers can gather strength in a group or institution that can collect the aspirations of farmers. 
Therefore, we need thorough and on-going information about the benefits of agricultural institutions to farmers. 
According to Jamal (2008), agricultural institutions can play an optimal role when the growth and development is 
controlled entirely by the farmers. Meanwhile, according Sesbany (2011) increase farmers' bargaining position can 
improve access of rural communities in economic activities fair, so the shape of the gap and the losses suffered by 
farmers can be avoided. 
According to Elizabeth and Dervish (2003), institutions in village were born to fulfill the social needs of its people. 
The character of this needs is not linear, but it tends to be the individual needs of its members in the form of: 
 
a. Physical Needs 
b. The need for a sense of security 
c. The need for social relationships 
d. Recognition 
e. Development of recognition 
 
The main benefit of the institution is to accommodate the needs of one side of the social life of the community and 
as social control, so each person can regulate their behavior according to the will of the people. 
Therefore, the farmers' bargaining position should be increased through institutional farmers by forming farmer 
groups in each region. The formation of farmer groups as one way to make the system of coordination and controlling 
of the condition of farmers in each of the regions, especially in addressing some of the problems encountered. 
Repairing of the bargaining position of farmers through institutional of agriculture is expected to provide a 
significant and positive impact to get a change to the prosperity of farmers. Farmers' prosperity not only fulfilled the 
material, but also the spiritual prosperity (falah) also met properly. 
5. Conclusion 
The institutional of agriculture is important to give a power to the farmers by increasing the bargaining power of 
farmers. Increasing the power of agricultural institutions is urgent and essential to be done so farmers will be able to 
increase production capacity better and able to compete in the face of economic development in Indonesia that is 
getting faster and can improve the prosperity of farmers. 
The development of the farming communities through the establishment of agricultural institutions as one of its 
business can be done in order to improve the economic empowerment of farming communities. 
The aim to build up the system of economic empowerment of farming communities is to achieve the prosperity, 
both in the material and spiritual welfare (falah), it can be implemented through increased bargaining power so farmers 
can make decisions for themselves, especially in overcoming the determination of marketing the product at the same 
price. 
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